
Owner & Agent Training

Physical Inspection Standards: 
Mastering Physical Inspections
Presented by:  Jose Zavala, Physical Inspector
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Physical Inspection Session Agenda

Physical Inspection Purpose

IRS 8823 Reporting of Noncompliance
and noncompliance corrected

New Report Design Inspection Results
and Compliance Documents

Inspection Workflow Process

NSPIRE/UPCS Inspection Protocol 

Cure Periods and NSPIRE updates

Inspection Video
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Casualty Loss BIDS

Capital Improvements and PNA



Physical Inspection Purpose

Physical inspections are conducted to ensure 

the quality, safety, and sanitation of properties 

that receive HUD assistance under National 

Standards for the Physical Inspection of Real 

Estate (NSPIRE)

or Uniform Physical Condition Standard 

(UPCS) inspection protocol.
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▪ Interview

▪ Review Inspection 
Checklist

▪ Site Updates

▪ Unit Program 
Sampling

▪ Physical Inspection 
of Site

▪ Closing interview

▪ Review of Health 

and Safety 

deficiencies found

▪ Work Order(s) and 

Cure period 

requirements

After 

Inspection
Day of 

Inspection

Inspection Process Workflow

▪ Scheduling

▪ Tenant Notification

Before 

Inspection
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RENT ROLL ON A SPREADSHEET
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Click on the image to view the Physical Inspection Training video.

Text, whiteboard

AI-generated content may be incorrect.
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https://app.vyond.com/videos/518ffa52-7657-47f8-a077-58aeb40ce9bc


➢ What is the UPCS inspection process? 

Uniform Physical Condition Standard (UPCS)

National Standards for the Physical Inspection of Real Estate (NSPIRE)

➢ What is the NSPIRE inspection process?

➢ What is the HUD REAC inspection process and IHDA's relationship?

➢ What is the intent of NSPIRE?

As a Housing Finance Agency, IHDA uses two inspection protocols:

PHYSICAL INSPECTION PROTOCOLS
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Note:  The final rule for NSPIRE became effective on October 1, 2023, excluding 

managing programs such as Section 8 Mod Rehab. The program will remain under 

UPCS standards.



KEY 
NSPIRE 
UPDATES

 

Inspection standards are reviewed at least every three years.

Health and safety deficiency categories include:

    Life-Threatening – Severe - Moderate - Low

Mold and moisture deficiencies are identified through visible 

conditions or elevated moisture readings

Infestation deficiencies are based on clear observation levels 

and identified citable pest

  
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KEY 
NSPIRE 
UPDATES

▪ Smoke alarm requirements align with The Smoke Detector Act 

(425 ILCS 60/)

▪ Fire Door Standards requires function ability, operability, 

and structural integrity

▪ Carbon monoxide alarms must comply with the Carbon 

Monoxide Alarm Detector Act (430 ILCS 135/)
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NSPIRE Changes

Health and Safety Deficiency Cure Periods
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New Health & Safety Inspection Report
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UPCS -  Health & Safety Inspection Report
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NSPIRE Changes and Deficiency Cure Periods

X
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NSPIRE Changes to Health and Safety Deficiency Cure 

Periods
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Common Life-Threatening Deficiencies Found

Electrical service panel is not readily accessible. In case of 

emergency.
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Blocked Egress

Windows with 

stationary security 

bars are unacceptable 

under NSPIRE and 

UPCS standards.

Excessive clutter blocks all 

emergency evacuations for 

example EMT service. 

NSPIRE and UPCS standards 

require an exit access to 

serve as is a path from any 

interior location to an exit.
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NSPIRE does not allow a 

keyed exterior gate, or 

fence. It is considered a 

condition that may obstruct 

the means of egress.
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IRS FORM 8823 -  LIHTC REPORTING OF NONCOMPLIANCE 

IHDA submits an 8823 to the IRS 

when:

Noncompliance is identified during a 

physical inspection

Deficiencies are not corrected within 

the required cure period

Filing an 8823 does not automatically 

result in loss of tax credits. Once 

deficiencies are corrected, a 

corrected Form 8823 is filed.



MANAGEMENT BULLETIN # 560

https://www.ihda.org/rental-housing-main/property-managers/#property-emergencies
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PROCEDURES ON CASUALTY LOSS EVENTS AT IHDA DEVELOPMENTS
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NOTICE OF COMPLETED REPAIRS-CASUALTY LOSS
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BIDs and Contract Overview
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CAPITAL IMPROVEMENTS REQUESTS

The Asset Management Services (AMS) Department

monitors IHDA’s multifamily loan portfolio, including

reserve balances and withdrawal approvals.

Reserve withdrawal requests exceeding $25,000 are

reviewed by the Financial Analyst and the Physical

Inspection team, and an on-site inspection is conducted

to verify completion of the approved scope of work.

This Photo by Unknown Author is licensed under CC BY-NC-ND
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https://www.kitchenandresidentialdesign.com/2021/01/tips-to-know-during-your-first-remodel.html
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PHYSICAL NEEDS ASSESSMENT

• A PNA is a strategic planning tool. It is not a budget but is an 

important reference documents of the development of annal 

budgets

• A PNA can serve as a documentation for a long-term grant or loan
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AM Physical Inspection Contact Information

312-836-5200

https://www.ihda.org/about-ihda/contact-us/

Cpickens@ihda.org – Physical Inspector Manager

Emarshall@ihda.org – Senior Physical Inspector

Jzavala@ihda.org – Senior Physical Inspector

Kfuqua@ihda.org – Physical Inspector

Lreed1@ihda.org – Physical Inspector

IHDA is built on our Core Values 

of

People, Teamwork, Equity & 

Inclusion, Innovation and 

Respect.
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Q & A
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We Appreciate Your Feedback!
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